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Executive Summary

Purpose

The Arizona Department of Economic Security is pleased to report on the status of
welfare reform implementation in the State in compliance with Laws 1997,
Chapter 300, Section 76:

“By September 1 of each year, the department of economic security shall submit a
report to the president of the senate, speaker of the house of representatives and
governor regarding welfare reform implementation. The report shall include
information on outcome measures such as length of employment, amount of earned
income, hourly wage, hours worked per week, total family income, health coverage, use
of child care, issues concerning welfare reform in rural areas, housing, number of out-
of-wedlock births, length of deferral for victims of domestic violence, level of
participation in job training, education for the transition to self-sufficiency and number
of substantiated cases of child abuse and neglect. The information shall be for the most
current year and the previous year and shall be compiled in a manner and form that
allow an assessment of the effectiveness of welfare reform in this state, including areas
in which temporary assistance for needy families is being operated by the Arizona works
agency pursuant to title 46, chapter 2, article 9, Arizona Revised Statutes, as added by
this act.”

The Department of Economic Security’s Welfare Reform Annual Report for State
Fiscal Year (SFY) 2003 highlights the State’s welfare reform accomplishments during
the past year. The report includes data on Arizona’s welfare reform programs and
services for SFY2003, and compares the trends from SFY2002.

Welfare to Work

During SFY2003, the Department’s Jobs Program and its contractors provided services
to more than 32,000 Temporary Assistance for Needy Families (TANF) Cash
Assistance recipients. The Department placed participants into appropriate work
activities to help prepare them for employment. Forty-eight percent of the participants
were placed into employment. The average hourly wage at placement was $7.75 per
hour. The Department met the Federal Work Participation Rates for Federal Fiscal
Year (FFY) 2002.

Removing Barriers to Self-sufficiency

The Department and its contractors provided services to participants to help them
overcome barriers to employment. In SFY2003, more than 22,000 Jobs Program
participants received transportation assistance to allow them to find and maintain
employment. Services were provided to address the needs of individuals with substance
abuse problems or who experienced domestic violence incidents.
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The Department offered education and training opportunities through vocational
education, postemployment education, and postsecondary education. Shelter or utility
assistance was provided to 2,064 individuals who had emergent needs that prevented
them from participating in work activities.

Caseload Data

The Cash Assistance caseload continued to increase during SFY2003. This marked the
third consecutive year of caseload growth. The Cash Assistance caseload grew by
approximately 17 percent from June 2002 to June 2003. The Food Stamp Program
caseload increased by 26 percent from June 2002 to June 2003, and the Medical
Assistance caseload grew by almost 25 percent during that same time period. The
number of General Assistance cases decreased by 42 percent from June 2002 to June
2003.

EMPOWER

The Arizona State Legislature repealed the State’s 24-month benefit limit for adults
effective October 1, 2002. The State’s waiver for the 24-month benefit limit expired,
and Arizona now adheres to the federal five-year lifetime benefit. EMPOWER
provisions such as the family benefit cap and unwed minor parent living requirements
helped promote personal responsibility. The number of Cash Assistance cases closed
due to a sanction for noncompliance with program requirements decreased in SFY2003.
The lower number of closures reflects steps the Department has taken to work with
participants to address barriers before imposing a sanction.

Child Care

The Department’s Child Care Administration authorized services for 46,522 children as
of June 30, 2003. The average monthly number of children served in all child care
programs increased to 42,733 in SFY2003. This represents a five percent increase
from SFY2002.

The Department was required to implement a waiting list for child care services in
March 2003 because state appropriations were insufficient to serve all eligible low-
income families. The waiting list does not affect Cash Assistance recipients,
individuals eligible for Transitional Child Care, or families receiving services as a
component of a Child protective Services case plan. The waiting list applies to low
income working families and individuals with special circumstances such as those in
homeless or domestic violence shelters. As of June 30, 2003, there were 2,456 eligible
families representing 4,838 children on the waiting list for child care services.
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TANF-Related Programs and Services

In SFY2003, the State continued to fund a variety of programs and services that meet
the goals of the 1996 federal welfare reform law. The Department provided crisis
assistance, homeless emergency shelter services, and domestic violence emergency and
transitional shelter services to individuals in need. TANF funds were used to support
child welfare services for Arizona families. Arizona continued to be a leader in the
effort to promote healthy marriages and strong families through workshops that
improve relationship and communication skills for couples.

Arizona Works

Effective October 1, 2002, the Arizona Works pilot program was modified to exclude
eligibility functions. The Arizona Works contractor retained responsibility for
employment and training and case management activities. Arizona Works is
administered by a private contractor and has been in operation primarily in the eastern
portion of Maricopa County since April 1999.
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Section I — Welfare to Work

During SFY2003, the Department provided work-related services that gave families
receiving Cash Assistance the opportunity to find employment and achieve economic
security. The State’s Jobs Program has a work-first approach that focuses on moving
families from welfare to work. The emphasis is on employment, but participants may
also achieve success through education or training activities. This section of the report
describes the Department’s success at assisting families in finding and retaining
employment.

The Department’s Jobs Administration is responsible for the Arizona Works Project
contract with MAXIMUS, Inc. The contract is for the pilot privatization of TANF Jobs
Program case management functions and TANF-related child care services within
portions of Maricopa County. The data in this report includes participants who were
served by the Arizona Works contractor from October 1, 2002, through June 30, 2003.

Participants Receiving Services from the Jobs Program

During SFY2003, The Jobs Program and its contractors provided services to 32,008
TANF Cash Assistance recipients. This compares to 23,818 participants who were
served in SFY2002. The Department’s Family Assistance Administration refers
eligible Cash Assistance recipients to the Jobs Program for services. The Jobs Program
and its contractors offer a variety of services that help participants find employment,
maintain employment, and improve their career opportunities.

Work Activities

The Department’s Jobs Program places participants into work activities that assist in
their preparation for employment. A case manager performs a comprehensive
assessment of each individual’s strengths, skills, and abilities. The Jobs Program
developed a Case Management Screening Guide to obtain participant information
regarding work experience, family issues, and needs. The screening tool helps the Jobs
participant and the case manager to more fully understand individual needs and identify
activities and services that will help overcome any barriers to employment.

After the comprehensive assessment, the individual is then placed into appropriate work
activities that offer the maximum opportunity for immediate employment. These
activities may include job search, work experience, or work-related training. The
family is provided the necessary supportive services to help overcome any barriers to
employment.

Section I - Welfare to Work
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Supportive services may include child care, transportation assistance, vocational
education training, postemployment training, as well as other services that assist the
family to make the transition from welfare to work. The Department collaborates with
a number of public and private organizations to find employment and services for
participants. The table below shows the number of participants in each type of work
activity for SFY2002 and SFY2003.

Work Activity SFY2002 SFY2003
Job Search/Readiness 8,542 11,055
All Work Experience 4.483 4,906
Short-Term Work-Related Training 2,960 4,124
High School/GED 1,350 1,357

Unduplicated count.
Participants Placed in Employment

The Department found employment for 15,490 participants during SFY2003. Forty-
eight percent of the participants with the Jobs Program and its contractors were placed
into employment.

Participants Placed in Employment SFY2002 SFY2003
Participants Served 23,818 32,008
Participants Placed in Employment 12,513 15,490
Percentage of Participants Placed in

Employment 52% 48 %

Average Hourly Wage at Placement

In SFY2003, the average hourly wage for participants who were placed in employment
was $7.75 per hour. This represents an increase of approximately five percent from
SFY2002 when the average hourly rate at placement was $7.39 per hour.

Average Hourly Wage at SFY2002 SFY2003
Placement

$7.39 per hour $7.75 per hour
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Types of Placements

The Jobs Program and its contractors placed participants in a variety of employment
positions during SFY2003. These include placements in the service industry, sales, and
professional, technical, and management positions. Approximately 26 percent of the
placements were in the service industry with an average hourly wage of $6.77 per hour.
The chart below shows the number of placements and the average hourly wage rate for
each category of employment.

Category of Position Number of Placements Average Hourly
Wage Rate

Professional, Technical, and

Management 4,026 $8.55

Clerical 3,232 $8.02

Sales 2,755 $7.20

Service 4,006 $6.77

Agriculture, Fishery, and

Forestry 219 $7.09

Other 1,252 $8.67

Adult Cash Assistance Cases Closed Due to Earned
Income

During SFY2003, 29.3 percent of Cash Assistance cases were closed because the
family received earned income. This is consistent with the percentage of cases that
were closed due to earned income in SFY2002. The number of participants who leave
welfare for work is actually higher than is reflected in the administrative data because
many participants become employed and either withdraw from the program or do not
reapply for benefits.

Percentage of Cash SFY2002 SFY2003
Assistance Cases Closed
Due to Earned Income 29.0%* 29.3%

*SFY2002 data is revised.

Federal Work Participation Rates

Arizona is required to meet work participation rates as defined by the federal welfare
law of 1996. The federal law requires states to meet work participation rates for "all
families" and a separate rate for "two-parent" families. These rates apply to families
that include an adult or minor child head of household receiving assistance.
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Page 7



The federal legislation establishes the allowable work activities that are used to compute
the mandated work participation rates as well as the required average number of hours
of participation per week. The law includes a caseload reduction credit that reduces a
state's work participation rate by the decline in the Cash Assistance caseload since
FFY1995. Caseload declines due to federal requirements or changes in state eligibility
criteria are excluded from the caseload reduction credit.

The Department met the Federal Work Participation Rates for FFY2002, and has
successfully met the Federal Work Participation Rates every year since the
implementation of TANF in FFY1997. States that meet the work participation rates
have a lower Maintenance of Effort (MOE) requirement, 75 rather than 80 percent. By
meeting the work participation rates, Arizona was not required to spend approximately
$6 million in MOE state funds in SFY2003.

Federal Federal Requirement Less Arizona’s Arizona’s
Fiscal Caseload Requirement Rate
Year Reduction
(FFY)
FFY 2002 | All 50% 45.2% 4.8% 25.9%
(10/1/01 - | Families
9/30/02)
Two- 90 % 45.2% 44.8% 52.2%
Parent

Job Retention Rate

The job retention rate measures the percentage of individuals placed in employment
who were still employed three months after their placement. The job retention rate for
SFY2003 was 46.7 percent. This compares with 46.9 percent for SFY2002. The
Department provides supportive services that help participants maintain their
employment. The job retention rate may have decreased slightly in SFY2003 due to the
weak economy.

SFY2002

Job Retention Rate

SFY2003

46.9% 46.7%
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Recidivism - Return to Cash Assistance

Recidivism is a measure of the number of participants that return to Cash Assistance.
The recidivism rate used in this report represents the percentage of Jobs participants
who were placed in employment and who remained off Cash Assistance for six
consecutive months within the eight months following case closure. During SFY2003,
72.1 percent of the placements did not return to Cash Assistance.

Recidivism Rate SFY2002 SFY2003

70.2%* 72.1%

*SFY2002 data is revised.

JOBStart

The JOBStart Program is a partnership between the Jobs Program and the private sector
in which Cash Assistance recipients are placed in subsidized employment. The
program began in 1995 and is one of the many options that support the transition from
welfare to work. In the JOBStart Program, Cash Assistance recipient’s cash and Food
Stamp grants are used to subsidize employers’ wages paid to the recipient. The
Department continues to emphasize unsubsidized employment. In SFY2003, there
were 21 individuals who participated in the JOBStart Program.

JOBStart Participants SFY2002 SFY2003

22 21

Section I - Welfare to Work
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Section II - Removing Barriers to
Self-Sufficiency

The Department provides supportive services that help families overcome barriers to
employment. The services give families the help they need to find, maintain, and
improve their employment opportunities. Supportive services may include
transportation, child care, medical assistance, services for victims of domestic violence,
as well as education and training programs.

The Department contracts with public, private-for-profit, and non-profit organizations
to provide barrier-removal supportive services. The contractors include community-
based and faith-based organizations. The Department has contracts for the following
services that enable individuals to participate in work activities that lead to economic
security:

e Assessment (Medical and Psycho-Social)

e Career Preparation (Personal Development and Employment Preparation)
e Counseling (Short-Term Individual Therapy)

e Occupational/Vocational Training

e Teen Parent Programs

e Transportation

¢ Young Fathers

Transportation Services

The Department provides contracted transportation services to allow participants to
participate in work activities and to commute to and from their place of employment.
In SFY2003, there were 22,188 participants who received work-related transportation
assistance. This compares with 19,368 participants who received transportation
assistance during SFY2002. Some transportation services include bus tickets, van
routes, car repairs, and taxi services. A Transportation Related Expenses (TRE)
allowance is available to participants who incur transportation expenses while engaging
in work activities. An established allowance is available to assist participants with out-
of-pocket transportation expenses. Please refer to Appendix #1 for the number of
individuals receiving transportation assistance by county.

Contracts for transportation services were awarded to the following agencies: AAA Cab
Services, Inc.; Northern Arizona Council of Governments; White Mountain Apache
Tribe; Catholic Community Services of Southern Arizona, Inc.; Pinal County Division
of Public Health; San Carlos Apache Tribe; American Pony Express; Goodwill
Industries of Central Arizona; Just for You Transportation Services, Inc.; Total
Transit, Inc.; and Lake Havasu City.

Section II - Removing Barriers to Self-Sufficiency
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Work-Related SFY2002 SFY2003
Transportation

19,368 22,188

Unduplicated count.

Young Fathers

The Young Fathers Program provides services to assist young fathers in becoming self-
sufficient, to share in the responsibility of supporting their children, and to be an active
parent to their children. These services include remedial education, high school/GED
preparation, vocational training, job search/readiness/placement activities, life-skills
training, and mentoring. The Young Fathers Program serves fathers age 16 to 26 years
who receive TANF or are at risk of becoming TANF eligible. During SFY2003, there
were 38 TANF participants who received services through the Young Fathers Program.
There were 34 participants in the Young Fathers program in SFY2002.

Young Fathers Program SFY2002 SFY2003

34 38

Vocational Education Grants for Work Training

The Jobs Program contracts with public and private vendors throughout the state who
provide education and training opportunities for Jobs Program participants.
Participants receive training and obtain employment in areas such as general office and
clerical, hospitality, sales, accounting, and computer technology. During SFY2003,
there were 2,841 participants who were enrolled in vocational education. This
compares with 2,006 participants who were enrolled in the vocational education in
SFY2002.

Vocational Education SFY2002 SFY2003

2,006 2,841

Training for Domestic Violence Victims

Training for Domestic Violence Victims helps individuals who are victims of domestic
violence to obtain training that can assist their transition to self-sufficiency. Individuals
who have experienced domestic violence or previously resided in a domestic violence
shelter may be referred for this training. Domestic violence shelter staff identify
participants eligible for the program. During SFY2003, there were 117 individuals
who were referred to the program for training.
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Training for Domestic SFY2002 SFY2003
Violence Victims

81 117

Postemployment Education Program

The Postemployment Education Program provides educational training to current or
former Jobs Program participants who are employed in unsubsidized employment. This
program emphasizes the importance of improving employment skills and affords former
recipients with the opportunity to enhance their wages and career advancement
opportunities. Training expenses are limited to $2,500 and have a two-year time limit.
The Jobs Program contracts for these services. In SFY2003, 43 individuals were
referred for these services. There were 56 participants in the program in SFY2002.

Postemployment SFY2002 SFY2003
Education Program

56 43

Postsecondary Education

Postsecondary education allows participants to pursue their educational goals.
Unmarried TANF custodial parents may participate full-time in postsecondary
education as a work activity as long as the state continues to meet the work rate.
Individuals received training and obtained employment in areas such as health care,
general business administration, and information technology. In SFY2003, there were
1,184 individuals who were referred for postsecondary education.

Postsecondary Education SFY2002 SFY2003

805 1,184

Shelter/Utility Assistance

The Jobs Program offers assistance in the form of shelter/utility assistance to eligible
participants who have an emergent need that cannot be met by their own resources and
income. In SFY2003, there were 2,064 participants that received shelter/utility
assistance.
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Shelter/Utility Assistance SFY2002 SFY2003

1,812 2,064

Career Preparation

Career Preparation services consist of three tracks designed to assist the participant to
prepare for, obtain, and maintain employment. The classes offer enhanced life skills
training, job readiness workshops, job development/placement services, and resume
preparation services. A total of 2,213 individuals participated in Career Preparation
activities during SFY2003.

Career Preparation SFY2002 SFY2003

1,489 2,213

Fair Labor Standards Act Supplemental Payments

The Fair Labor Standards Act (FLSA) Supplemental Payment allows a supplement to
be paid to TANF Cash Assistance recipients based on the total hours of unpaid work
experience per month. This supplemental payment ensures compliance with the
minimum wage requirements under federal law. The Department issued 1,896 FLSA
supplemental payments totaling $419,252 in SFY2003.

Fair Labor Standards SFY2002 SFY2003
Act (FLSA)
Supplemental Payments $776,383 $419,252

Substance Abuse Treatment

The Arizona Families F.I.LR.S.T. (Families in Recovery Succeeding Together) Program
offers comprehensive substance abuse treatment services to families whose substance
abuse is a significant barrier to the maintenance, preservation, or reunification of
families, or for recipients of Cash Assistance whose substance abuse is a significant
barrier to maintaining or obtaining employment.

In SFY2003, there were a total of 3,000 referrals to Arizona Families F.I.R.S.T. Of
these, 40 Jobs Program participants were referred to the program for substance abuse
treatment services. There were 102 Jobs Program participants who were referred for
substance abuse treatment in SFY2002.
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Jobs Program Referrals SFY2002 SFY2003
for Substance Abuse

Treatment 102 40

Transitional Medical Assistance

Once a Cash Assistance and Medical Assistance recipient transitions from welfare to
work one of the significant barriers to maintaining self-sufficiency is the potential loss
of health care coverage. Participants who become ineligible for the Medical Assistance
under Section 1931 of the Social Security Act due to employment may receive up to 12
months of Transitional Medical Assistance (TMA).

TMA is provided by the Arizona Health Care Cost Containment System (AHCCCS) to
eligible participants. An average of 52,175 individuals received TMA each month in
SFY2003. This represents a 57 percent increase from SFY2002 when 33,113
individuals received TMA each month.

Monthly Average SFY2002 SFY2003
Number of Individuals
Receiving TMA 33,113 52,175

Section II - Removing Barriers to Self-Sufficiency
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Section III - Caseload Data

Arizona’s Cash Assistance caseload continued to increase during SFY2003. The Cash
Assistance caseload increased by approximately 17 percent from June 2002 to June
2003. This marked the third consecutive year of caseload growth. The upward trend
in the caseload size may be attributed to a slow economy and the State’s population
growth. There were 50,280 Cash Assistance cases in June 2003 compared with 42,862
cases in June 2002. The total number of Cash Assistance cases in June 2003 includes
719 two-parent cases, and 1,327 cases with benefits of less than $100 that were paid
with state maintenance of effort (MOE) funds. The chart below shows the combined
Cash Assistance caseload for each month during SFY2003.

Cash Assistance Cases

52,000
50,000

48,000

46,000 — 1 1 —
44,000 T — 1 1 —
42,000 T1 [— — 1 1

40,000 T T T T T
Jul- Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar- Apr- May- Jun-
02 02 02 02 02 02 03 03 03 03 03 03

Month

The average monthly Cash Assistance caseload increased to 47,298 in SFY2003. This
represents an increase of approximately 12 percent from the previous year. The
average monthly Cash Assistance caseload is now at the highest level since SFY 1997
when the monthly average was 57,526. The chart below depicts the changes in the
average monthly Cash Assistance caseload during recent years. Please turn to
Appendix #4 for a detailed breakdown of the changes in the Cash Assistance caseload
for each of Arizona’s counties during the past two years.

Changes in Average Monthly Caseload

80,000

60,000 \\
/
I 40,000 —e—

20,000

SFY1997  SFY1998  SFY1999  SFY2000 SFY2001  SFY2002  SFY2003

State Fiscal Year
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Caseload Trends

The Food Stamp Program caseload increased by 26.2 percent during SFY2003 to
190,954 cases. The General Assistance (GA) caseload decreased by 42.2 percent
during SFY2003, declining to 1,941 cases. Medical Assistance (MA) cases increased
by 24.8 percent during SFY2003. The following chart shows the changes in the
caseloads from June 2002 to June 2003.

Caseloads
Program June 2002 | June 2003 Change

Cash Assistance Cases* 42,183** 49,534%* +17.4%

Recipients 107,545%* 125,600%** +16.7%

Cases 679%* 746%** +9.8%
Two-Parent
Employment Program | p o oie e 2,773%% 2,91 1% +4.9%
Food Stamps Cases 151,327 190,954 +26.2%

Recipients 396,129 491,250 +24.0%
General Cases 3,360 1,941 -42.2%
Assistance***
Medical Assistance Cases 650,077 811,527 +24.8%

Note: Please refer to Appendix #5 and Appendix #6 for additional caseload and demographic information.

* Includes 19,057 child-only cases in June 2003 and 116,917 child-only cases in June 2002.

*x Includes Cash Assistance cases under $100 paid with state MOE funds.

HEE General Assistance and Medical Assistance are one-person cases. The number of recipients is the same as the number of
cases for these programs.

Two-Parent Cases

The two-parent caseload increased by approximately ten percent during SFY2003. The
two-parent caseload increased to 746 in June 2003. The two-parent caseload was 679
in June 2002. The following chart depicts changes in the two-parent caseload over the
past six years.
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Child-Only Cases

Child-only cases are those that do not have an adult in the assistance unit. In SFY2003,
there were 19,057 child-only cases. The number of child-only cases increased by
almost 13 percent from SFY2002 when there were 16,917 child-only cases.

Approximately 37.9 percent of the Cash Assistance caseload in June 2003 were
comprised of child-only cases. In June 2002, child-only cases represented 40 percent
of the Cash Assistance caseload.

Child-Only Cases June 2002 June 2003

16,917 19,057

Length of Time on Cash Assistance

The average stay on assistance in June 2003 was 11.7 months. This represents a
decrease from June 2002 when the average length of time on assistance was 12.9
months.

The average length of time on Cash Assistance for adults (excluding child-only cases)
was 7.7 months in June 2003. The average stay for adults decreased from June 2002
when it was 8.1 months.

Average Length of Time June 2002 June 2003
on Cash Assistance
(Months) 12.9 11.7
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Household Size

The household size of the Cash Assistance caseload is depicted in the following chart.
Most of the caseload is comprised of two-person households. Two-person households
remain the most common household size. In June 2003, 35.9 percent of the caseload
contained two persons. In June 2002, approximately 34.5 percent of the Cash
Assistance caseload were comprised of two-person families.

Cash Assistance Household Size

Household Size

SFY2002 mSFY2003
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Section IV - EMPOWER

EMPOWER is Arizona’s welfare reform program that was implemented in 1995 based
upon approval of a federal waiver. The EMPOWER Program was enhanced following
passage of the 1996 federal welfare law, the Personal Responsibility and Work
Opportunity Reconciliation Act. Arizona’s EMPOWER welfare reform waiver expired
on September 30, 2002. Many of the provisions that were a part of Arizona’s waiver
are allowable under the TANF block grant and remain in effect. An exception is
Arizona’s 24-month benefit limit within a five-year period for adults. This provision
was repealed by the Arizona State Legislature, effective October 1, 2002.

Grant Diversion Program

The Grant Diversion Program offers needy families the opportunity to receive a one-
time lump-sum payment to cover an urgent need that presents a barrier to employment.
A grant diversion payment is available only once during a 12-month period. Grant
Diversion recipients are referred to the Jobs Program for case management and
supportive services.

Grant diversions payments were made to just two families during SFY2003. This is a
decrease from SFY2002 when seven families were provided with diversion payments.
The one-time diversion payments were used for car repairs, and for help finding an
apartment near the individual’s place of employment.

Grant Diversion SFY2002 SFY2003
Payments

7 2

Time-Limited Benefits

The Arizona State Legislature repealed the State’s 24-month adult Cash Assistance
benefit limit, effective October 1, 2002. Adults had been limited to 24 months of benefits
within a five-year period since the provision was implemented as a part of the EMPOWR
waiver in November 1995. Individuals who are under the age of 18, over the age of
62, disabled, full-time caretaker of a disabled person, currently experiencing an episode
of domestic violence that prevents safe participation in work activities, or who
participate in JOBStart, were not subject to the 24-month benefit limit. During the first
three months of SFY2003, 253 adults were removed from the Cash Assistance grant
after reaching their 24-month limit. Arizona now adheres to the federal five-year
lifetime benefit limit. No families have yet reached their five-year benefit limit. Please
refer to Appendix #7 for data on the 24-month time limit provision by county for
SFY2002 and the first three months of SFY2003.
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Adults Removed from SFY2002 SFY2003
Cash Assistance Grant
After 24-Month Benefit 913 253%
Limit

* Data is for three months. The 24-month benefit limit was repealed effective September 30, 2002.

Request for Extension

Extensions to the 24-month benefit limit were available to an adult who made a good-
faith effort to find employment or if needed to complete an education or training
program. The Department received 12 requests for an extension of the Cash Assistance
benefit limit during the first three months of SFY2003. Extensions were no longer
necessary after September 30, 2002, because the 24-month benefit limit was repealed.
Two of the extension requests were approved, and 10 were denied. One approval was
for a good faith effort to find employment, and one extension approval was granted to
allow the individual to complete education.

Extension Requests SFY2002 SFY2003

116 12

Family Benefit Cap

The Family Benefit Cap is a feature of Arizona’s EMPOWER Redesign. Arizona
implemented the Family Benefit Cap in November 1995. The Family Benefit Cap
places a limit on a family’s grant regardless of the birth of additional children after the
parent or relative is receiving Cash Assistance. In SFY2003, 11,709 families were
subject to the Family Benefit Cap. This compares to 8,959 families that were subject to
the Family Benefit Cap in SFY2002. Below is a chart that shows the number of
families subject to the benefit cap in each county.
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County Number of
Families
(SFY2003)
Apache 598
Cochise 425
Coconino 8193
Gila 315
Graham 124
Greenlee 10
La Paz 78
Maricopa 6,554
Mohave 317
Navajo 120
Pima 2,132
Pinal 787
Santa Cruz 95
Yavapai 163
Yuma 405
Other 44
TOTAL 11,709

As a result of the Family Benefit Cap policy, there were 100,025 cumulative months in
which children were not eligible for Cash Assistance in SFY2003. This was an
increase from SFY2002 when there were 70,551 cumulative months in which children
were not eligible for Cash Assistance benefits. In SFY2003, $7,201,806 Cash
Assistance benefits were not issued due to the Family Benefit Cap policy. For more
detailed information about the number of Cash Assistance cases with benefit-capped
children, please refer to Appendix #8.

Unwed Minor Parents

EMPOWER Redesign requires unwed minor parents, with some exceptions, to live
with an adult in order to receive Cash Assistance. Teen parents and their children may
continue to be eligible for Medicaid, Food Stamps, child care, and other supportive
services through the Jobs Program.

During SFY2003, approximately 72 teen parents were ineligible for Cash Assistance
each month. This compares with 68 teen parents who were ineligible for Cash
Assistance each month in SFY2002.

Teen Parents Ineligible SFY2002 SFY2003
for Cash Assistance

68 72
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As a result of the teen parent provision, approximately $62,136 less Cash Assistance
benefits were issued in SFY2003. This compares to $58,320 less Cash Assistance
benefits issued in SFY2002 due to the unwed minor parent policy. Appendix #9
provides details about the total number of months that teen parents are subject to the
unwed minor parent policy in each county.

Individual Development Accounts

An Individual Development Account (IDA) is a savings account that allows a Cash
Assistance recipient to set aside money for education or training expenses, to purchase a
first home, or to start a business. There have been no open IDAs since May 2000. The
lack of IDAs may be attributed to the difficulty that Cash Assistance recipients have of
finding reserve funds after meeting basic needs.

Sanctions

EMPOWER Redesign sanctions participants who do not comply with work
requirements, child support enforcement, immunization, or school attendance.

Sanction Schedule

e First incidence of noncompliance without good cause: participants receive a 25
percent reduction in grant amount.

e Second incidence of noncompliance without good cause: participants receive a 50
percent reduction in grant amount.

e Third incidence of noncompliance without good cause: termination of the Cash
Assistance grant.

Approximately 88 percent of the Cash Assistance cases that were closed due to a
sanction in SFY2003 were the result of noncompliance with work requirements without
good cause. The chart below depicts the reasons for sanction closures in SFY2003.
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Reasons Why Cash Assistance Cases Were Closed Due to Sanctions in SFY2003

REASON 7/01 | 8/01 | 9/01 | 10/01 | 11/01 | 12/01 | 1/02 | 2/02 | 3/02 | 4/02 | 5/02 | 6/02 | Total
Child Support

Enforcement 24 31 20 25 16 6 9 8 11 10 18 9 187
Sanction

Immunization

Sanction 0 0 0 0 0 0 0 0 0 0 0 0 0
Failure to

Comply with 92 | 117 77 85 95 70 93 | 124 | 109 | 155 | 221 | 196 | 1,434
Jobs Program

School

Attendance 0 0 1 0 0 0 0 1 0 0 0 1 2
TOTAL 116 | 148 98 110 111 76 | 102 | 133 | 120 | 165 | 239 | 206 | 1,623

There were 1,623 Cash Assistance cases closed due to sanctions in SFY2003. The
number of sanction closures decreased by approximately 18 percent from SFY2002
when there were 1,974 case closures. The number of cases closed due to sanctions has
continued to decline each year. There were 3,499 closures in SFY2001 and 6,135
closures in SFY2000.

The lower number of case closures by a sanction may be attributed to steps the
Department has taken to work with participants prior to imposition of a sanction.
When services are needed, the case manager refers the participant to available service
providers. The participant is not subject to sanction during the time they are working
with a service provider to address an identified barrier. The Department ensures the
participant is given every opportunity to comply with work requirements before a
sanction is imposed.

Cases Closed Due to SFY2002 SFY2003
Sanctions

1,974 1,623

In SFY2003, 2,112 cases were sanctioned with a 25 percent reduction; 1,533 cases with
a 50 percent reduction, and 1,623 were closed for a third sanction. The number of
cases subject to a 25 percent reduction decreased by approximately 32 percent from
SFY2002. The number of 50 percent reduction sanctions also decreased from the
previous year. The second level (50 percent) sanctions decreased by approximately 31
percent from SFY2002. Appendix #10 contains a series of charts that provides
information about the number of Cash Assistance cases by county impacted by the 25
percent, 50 percent, and case closures due to sanctions in SFY2003 and SFY2002.
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Accuracy, Timeliness, and Satisfaction

Payment Accuracy. The Department maintained a high level of Cash Assistance
payment accuracy in SFY2003. The accuracy rate for SFY2003 was 95.6 percent.
The payment accuracy rate was 96.1 percent in SFY2002.

Cash Assistance Payment SFY2002 SFY2003
Accuracy Rate

96.1 95.6

Timeliness. The Department’s Cash Assistance timeliness rate was 96.5 percent in
SFY2003. This compares with a timeliness rate of 97.4 percent in SFY2002.

Cash Assistance SFY2002 SFY2003
Timeliness Rate

97.4 96.5

Customer Satisfaction. According to the Department’s Family Assistance
Administration, customer satisfaction survey results for SFY 2003 were 90.2 percent.
In SFY2002, the customer satisfaction rate was 90.6 percent. (Note: These rates
represent combined responses indicating neutral/somewhat satisfied/very satisfied.)

Customer Satisfaction SFY2002 SFY2003
Rate

90.6 90.2

Preventing Fraud and Abuse

The Department takes action to prevent fraud and abuse in welfare programs. In
SFY2003, there were 44 cases that were referred for prosecution. This represents a
decrease from SFY2002 when 66 cases were referred for prosecution.

Cases Referred for SFY2002 SFY2003
Prosecution

66 44

The benefit dollar amount referred for prosecution in SFY2003 was $146,976. This
compares to $239,400 in SFY2002.
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Dollar Amount Referred
for Prosecution

SFY2002

SFY2003

$239,400

$146,976
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Section V - Child Care

EMPOWER

With the passage of Laws 1997, Chapter 300, state statute defined child care subsidy
eligibility and established service priorities for various populations. Laws 1997, Chapter
300, strengthened the State’s child care program by providing child care assistance to
families on Cash Assistance who are participating in work activities and to employed
families who have recently left welfare. This means that any eligible (i.e. Cash Assistance
related) family who needs child care assistance will receive it. This assistance is a
significant component of EMPOWER. The impact of the Child Care Program has
resulted in the following:

As of June 30, 2003, there were 46,522 children authorized for child care services in
Arizona. This compares with 48,739 in SFY2002.

State appropriations were not sufficient in SFY03 for the Department to serve all
eligible low-income families. Due to increased costs per child in all child care
programs and program growth in Cash Assistance and Child Protective Services
related child care, the Department was required to implement a waiting list for services
in March 2003.

The waiting list applies to low income working (non-Cash Assistance related), teen
parents in school and parents in “special circumstances (e.g. in homeless or domestic
violence shelters). The waiting list does not apply to Cash Assistance recipients, those
eligible for Transitional Child Care (TCC) or families receiving services as a
component of a Child Protective Services Case Plan. As of June 30, 2003, there were
2,456 eligible families representing 4,838 children on the waiting list for child care
services.

As a result of the necessity to implement the waiting list, the low income program
(non-Cash Assistance related) experienced the most significant change in caseload
growth. This program serves families that are not receiving Cash Assistance. In June
2002, there were 29,051 children authorized for child care services. In June 2003,
there were 25,453 children authorized for child care services. This is a 12.4 percent
decrease from SFY2002 to SFY2003 and was directly related to the implementation of
the waiting list.

TCC recognizes the importance of child care to families leaving welfare for work.
TCC allows Cash Assistance recipients who lose cash benefits because of employment
to receive up to 24 months of TCC as long as they meet income eligibility
requirements. Families are eligible for child care subsidies so that they may maintain
employment and reduce the likelihood of returning to welfare.
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After two years, if families are still eligible for services, they continue to receive child
care assistance through the low-income working child care program. The average
monthly number of children authorized to receive first and second year TCC grew
from 9,327 in SFY2002 to 9,930 in SFY2003, or an increase of 6.5 percent.

The average monthly number of children served in all child care programs was 38,226
in SFY2000, 40,093 in SFY2001, 40,700 in SFY2002 and 42,725* in SFY 2003.
This represents a five percent increase from SFY2002 to SFY2003 (even taking into
account the existence of the waiting list).

In SFY2000, the average monthly payment per child for all child care programs was
$246.32; in SFY2001 it was $246.69; in SFY2002, $272.54; and in SFY03, $289.25%*.
The significant increase in the average monthly payment per child between SFY2001
and SFY2002 was the result of a legislatively-approved adjustment to the Department’s
maximum reimbursement rate that occurred in October 2001. At that time, maximum
reimbursement rates were adjusted to allow reimbursement up to the 75" percentile of
the 1998 Child Care Market Rate Survey. There have been no further adjustments
since that time.

In SFY 1999, the Arizona Child Care Program expended $97 million, in SFY2000
expenditures were $119.3 million, in SFY2001 expenditures were $125 million, in
SFY2002 expenditures were $141.8 million, and in SFY2003 expenditures were
$155.9* million. (These amounts include expenditures for client services and “quality
set aside activities”.) This represents a 23 percent increase in dollars expended from
SFY 1999 to SFY2000, a 4.8 percent increase from SFY2000 to SFY2001, 13.4
percent increase from SFY2001 to SFY2002, and a 9.9 percent increase from SFY
2002 to SFY2003. Please refer to Appendix #2 for a further depiction of overall Child
Care Program expenditures.

The amount of co-payments that parents made toward the cost of care was $10.2
million in SFY 1999, $12.8 million in SFY2000, $14.1 million in both SFY2001 and
SFY2002, and $14.7 million in 2003. This is a 44 percent increase in required co-
payments from SFY1999 to SFY2003. In addition to these required co-payments,
parents are also responsible for any charges that result from a provider’s rates being
above the allowable state reimbursement maximums and/or other charges a provider
may require (e.g. registration or extra activity fees).

Required co-payments are based on a family’s gross income. Refer to Appendix 3 for
Child Care Assistance Gross Monthly Income Eligibility Chart & Fee Schedule.

*Note: Child care data cited in this report includes statistical information that encompasses children
authorized and payments made for both the Department and Arizona Works child care programs. Data also
has been adjusted from the previous Welfare Reform Annual Report to reflect updated data from previous
years. Additionally, data reported for SFY2003 may in some instances be estimated, as final data was still
being compiled at the time this report was published.
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The Child Care Program continues to play a vital role in EMPOWER by helping families
achieve and maintain self sufficiency and by providing leadership in the area of services to
families and children.

Increasing the Supply of Child Care Providers

With welfare reform being undertaken at both the federal and state level, the Department
anticipated that an increased number of families would require child care. To assist
communities in addressing the need of an adequate supply of quality child care, the
Department initiated the following projects.

Arizona Early Childhood Business Initiative Partnerships: In SFY1998, the Child Care
Administration (CCA) began a new initiative with contractors in Phoenix, Tucson, and
Flagstaff. As part of this initiative, Department clients and individuals from the general
public, who have an interest in and an aptitude for child care, were able to receive a two-
week training in early childhood education. Child care group homes and centers benefit
from having potential employees who have completed ten training modules that focus on
the basics of working in the child care industry. This training also assists people
interested in opening a child care business in their home.

The projects in Phoenix and Tucson were successful in recruiting and attracting trainees to
the course and, as a result, in SFY2002 the Department expanded the service to have the
training available in all counties. In SFY2003, 360 individuals completed the training
course, which is now referred to as “Child Care Professional Training”.

CCA recently awarded a contract to update the training curriculum in order to include
current information regarding early brain development, early care and education best
practices, and state standards. The curriculum will also now be translated into Spanish. It
is anticipated that the new curriculum will be put into use in February 2004.

Home Recruitment Contracts: To assist in meeting the increasing demand for child care in
rural and low-income urban areas, the Department's CCA has contracts with community-
based organizations in all 15 Arizona counties to recruit and provide orientation and
training to individuals interested in becoming Department-certified family child care
providers. As a result of the contracts that were renewed in SFY2003, 499 certified child
care homes became available.

Assisting JOBS Families in Finding Care: The Personal Responsibility and Work
Opportunity Reconciliation Act of 1996 maintains that parents may not be sanctioned if
unable to work when the single custodial parent has demonstrated inability to obtain child
care for one or more of the following reasons: (1) unavailability of appropriate child care
within a reasonable distance from the individual’s home or work, (2) unavailability or
unsuitability of informal child care by a relative or other arrangements, or (3)
unavailability of appropriate and affordable formal child care arrangements.
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The Department's Jobs Administration and CCA have policies and procedures in place to
assist families who are having difficulty in finding care. In SFY2003, CCA received
14,164 referrals from the Jobs Administration requesting child care services for eligible
clients. Of this number, there were only six instances when child care was determined to
be unavailable.

Improving the Quality of Child Care

Enhanced Reimbursement for Accredited Child Care Providers: Beginning in SFY2000,
child care providers who have achieved national accreditation, as well as child care home
providers who have received their National Child Development Associate credential with
an endorsement in Family Child Care, became eligible for the higher Department
reimbursement (up to 10 percent higher). These enhanced reimbursement rates allow the
Department the ability to expand and maintain the number and quality of child care
providers who contracted with the Department, and therefore, are available to provide
services to eligible families.

The availability of these services brings higher quality care within reach of more low-
income families who must pay the difference between the Department rate and the actual
provider rate. Originally, an appropriation ($500,000 TANF transfer to CCDF) was
provided to the Department to offer the enhanced rate.

In SFY2002, the appropriation transfer of TANF to CCDF for the enhanced
reimbursement was eliminated by the State Legislature. However, the Department has
continued to offer the enhanced rate by utilizing CCDF quality set-aside funding, which
may be used for activities such as enhanced rates.

The Department’s child care automated system tracks this incentive rate by provider and
by payment for each child. In SFY2003, the average monthly number of children
subsidized with the enhanced reimbursement was 2,400* with an average monthly
incentive of $33.60* per child. As of June 30, 2003, more than 100 providers met the
requirements for the enhanced rate out of a total of 3,000 Department-contracted child
care providers (1,500 DHS-licensed centers and DHS-certified group homes, and 1,500
Department-certified child care homes).

*Note: Child care data cited in this report includes statistical information that encompasses children
authorized and payments made for both the Department and Arizona Works child care programs. Data also
has been adjusted from the previous Welfare Reform Annual Report to reflect updated data from previous
years. Additionally, data reported for SFY2003 may in some instances be estimated, as final data was still
being compiled at the time this report was published.
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Child Care Provider Registry for Unregulated Providers: As a result of statutory changes
enacted by the State Legislature, in April 2002 the Department implemented changes in
the qualifications an unregulated child care provider would have to meet prior to being
listed with the Department-funded Child Care Resource & Referral (CCR&R) system. In
order to be registered with the CCR&R, an otherwise unregulated provider must now be
fingerprinted through the Department of Public Safety and the Federal Bureau of
Investigations (FBI), undergo a Child Protective Services background check, show proof
of cardiopulmonary resuscitation (CPR) and First Aid training, and certify that pools are
fenced and locked and that guns and ammunition are stored separately and locked.

The Registry will enhance the confidence of parents, who choose to use an unregulated
provider listed with the CCR&R, by identifying that certain minimal standards have been
met. As of June 30, 2003, over 700 providers have met the new standards and are listed
on this CCR&R Registry.

Arizona Self Study Project(ASSP). This service provides resources to assist child care
providers to improve the services they offer to children and to pursue national
accreditation. This contracted service now allows 150 child care providers to be enrolled
in the ASSP on an annual basis.

Opportunities for Child Care Provider Training: The Department, through CCDF funding,
has multiple contracts with community-based organizations and community colleges and
universities to provide training to child care providers. Available training courses include
the Child Development Associate (CDA) project, a statewide infant/toddler training
institute, technical assistance and training to programs serving child